
STATE OF NEId YORK

STATE TAX COMMISSION

In the Mat. ter of  the
o f

CotLonta iL  PLaza,

Pet i t ion

I n c . ATFIDAVIT OF MAITING

for Redet.erminat ion of a Def ic iency or a Revision
of a Determinat ion or a Refund of Corporat ion
Franchise Tax under Art ic le 9-A of the Tax Law for
the  Years  7977 -  7913.

Sta te  o f  New York
County of Albany

Kathy Pfaffenbach, being duly sworn, deposes and says that she is an
employee of the Department of Taxat ion and Finance, over 18 years of age, and
that on the 24Lh day of January, 1983, she served the within not ice of Decision
by cert i f ied mai l  upon Cottontai l  PLaza, Inc. ,  the pet. i t ioner in the within
proceed inS,  bY enc los ing  a  t rue  copy  thereo f  in  a  secure ly  sea led  pos tpa id
wrapper  addressed as  fo l lows:

Cot ton ta iL  PLaza,  Inc .
c/o John M. Fr iedman
1 Garden Rd-
S c a r s d a l e ,  N Y  1 0 5 8 3

and by deposit ing same enclosed in a postpaid properly addressed wrapper in a
(post of f ice or off ic ial  depository) undei the exclusive care and cui lody of
the united states Postaf Service within the state of New york.

That  deponent  fu r ther  says  tha t  the  sa id  addressee is  the  pe t i t ioner
herein and that Lhe address set forLh on said wrapper is the last known address
of  the  pe t . i t ioner .

Sworn to before me this
24Lh day  o f  January ,  1983.

ATJTTIORIZED TO ADMINISTER
OAT}TS PURSUANT TO TAX I,AU/
SECTION 174



STATE OF NEW YORK

STATE TAX COMMISSION

In the Matter of the
o f

CottontaiL PLaza MFIDAVIT OF MAIIING

for  Redeterminat ion  o f  a  Def ic iency  or  a  Rev is ion  :
of  a Determinat ion or a Refund of Corporat ion
Franchise Tax under Art ic le 9-A of the Tax law for:
the  Years  197I  -  7973.

State of Ner* York
County of Albany

Kathy Pfaffenbach, being duly sworn, deposes and says that she is an
employee of the Department of Taxat ion and Finance, over 18 years of age, and
that on the 24th day of January, 1983, she served the within not ice of Decision
by  cer t i f ied  mai l  upon Michae l  J .  C lose  the  representa t ive  o f  the  pe t i t ioner  in
the  w i th in  p roceed ing ,  by  enc los ing  a  t rue  copy  thereo f  in  a  secure ly  sea led
postpa id  wrapper  addressed as  fo l lows:

Michae l  J .  C lose
Palmer, Dewey, Ba1lant ine, Bushby & Idood
140 Broadway
New York, NY 10005

and by  depos i t ing  same enc losed in  a  pos tpa id  p roper ly  addressed wrapper  in  a
(pos t  o f f i ce  o r  o f f i c ia l  depos i to ry )  under  the  exc lus ive  care  and cus tody  o f
the United States Posta1 Service within the State of New York.

That deponent further says that the said addressee is the representat ive
of the pet i t ioner herein and that the address set forth on said r ,rrapper is the
last known address of the representat ive of the pet i t ioner.

Pet i t ion

,  I n c .

Sworn Lo before me this
24 th  day  o f  January ,  1983.

' \ ' t , ' t - / ,  
1  . / t  / y ' ,  , l  t ' , ' f ,

/  '  , ! .

AUTHORIZED TO ADMINISfER
OATI{S PURSLIANT TO TAX I,AW
slcf l0N 174



STATE OF  NEW YORK
STATE TAX COMMISSION

ALBANY,  NEW YORK 12227

January 24, 1983

Cottontai l  Plaza, Inc.
c/o John M. Fr iedman
1 Garden Rd.
S c a r s d a l e ,  N Y  1 0 5 8 3

Gentlemen:

P lease take  no t ice  o f  the  Dec is ion  o f  the  Sta te  Tax  Commiss ion  enc losed
herewi th .

You have now exhausted your r ight of  review at the administrat ive level
Pursuant  to  sec t ion(s )  1090 o f  the  Tax  Law,  any  proceed ing  in  cour t  to
an adverse decision by the State Tax Commission can only be inst i tuted
Art ic le 78 of the Civi l  Pract ice Laws and Rules, and must be commenced
Supreme Court of  the State of New York, Albany County, within 4 months
dat .e  o f  Lh is  no t ice .

review
under
in the
from the

Inquir ies concerning the computat ion of tax due or refund al lowed in accordance
wi th  th is  dec is ion  mav be  addressed to :

NYS Dept.  Taxat ion and Finance
law Bureau - l i t igat ion Unit
Albany, New York 12227
Phone l l  (518) 457-2070

Very  Lru ly  yours ,

STATE TAX CO}II{ISSION

cc:  Pet i t ioner 's  Representa t ive
Michae l  J .  C lose
Palmer, Dewey, Bal lant ine, Bushby & Wood
140 Broadway
New York, NY 10005
Taxing Bureau' s Representat ive



STATE OF NEW YORK

STATE TAX COMMISSION

In the Matter of the Pet i t ion

o f

C0TT0NTATL PIAZA, INC.

for Redeterminat ion of a Def ic iency or for
Refund of Franchise Tax on a Business
Corporat ion under Art ic le 9-A of the Tax law
for  the  Years  1971 th rough 1973.

DECISION

Peti t ioner,  Cott .ontatL PLaza, Inc.,  1 Garden Road, Scarsdale, New York

10533, f i led a pet i t ion for redeterminat ion of a def ic iency or for refund of

franchise Lax on a business corporat ion under Art ic le 9-A of the Tax Law for

the years l9TL through 1973 (Fi le No. 7L667).

A formal hearing was held before Herbert  Carr,  Hearing Off icer,  at  the

off ices of the State Tax Commission, Two \ t tor ld Trade Center,  New York, New

York ,  on  March  20 ,  L979 aL  10 :45  A.M.  Pet i t ioner  appeared by  Dewey,  Ba l lan t ine ,

Bushby,  Pa lmer  &  Wood,  Esqs .  (Michae l  J .  C lose  and Ne i l  Hah l ,  Esqs . ,  o f  counse l ) .

The Aud i t .  D iv is ion  appeared by  Peter  Cro t ty ,  Esq.  (PauI  A .  Le febvre ,  Esq. ,  o f

c o u n s e l ) .

ISS1IB

Whether pet i t ioner v/as a "f inancial  corporat ion" and a "banking corporat ion'

as def ined for purposes of Art ic le 9-B and Art icLe 32 of the Tax law.

FINDINGS OF FACT

1.  Pet i t ioner ,  Cot ton ta i l  P laza ,  Inc .  ( "Cot ton ta i l ' t ) ,  f i l ed  corpora t ion

Lax returns under Art ic les 9-B and 32 of the Tax Law during the years in

quest ion. (Art ic le 9-B appl ies to taxable years beginning or or before Decenber 31,

1972; Art ic le 32 appl ies to taxable years beginning or or af ter January 1,
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1973. For purposes of the issues presented here, the provisions of the two

laws are  ident ica l .  )

2.  By not ices of est imated def ic iency dated January 15, 1975, the Department

of Taxat ion and Finance asserted against pet i t ioner,  addit ional tax plus

in te res t  as  fo l lows:

Per iod
Ending Tax Interest Total

7 2 / 3 7 / 7 1  $ 4 , 5 3 3 . s 0  $  7 7 0 . 7 0  $  5 , 3 0 4 . 2 0
7 2 1 3 1 1 7 2  9 , 1 0 9 . 9 1  7 , 2 5 2 . 6 7  \ 0 , 3 6 2 . 5 2
t 2 / 3 1 1 7 3  9  , 1 0 9  . 9 1  5 6 9  . 3 1  9  , 6 7 9  . 2 8

3. Pet i t ioner was incorporated under the laws of the State of New York on

J u n e  4 ,  1 9 7 1 .

4. The Chase Manhattan Bank, N.A. ("CMB") was a nat ional banking associat ion.

5 .  In  May,  1971,  Mr .  John M.  Fr iedman,  an  a t to rney-a t - law,  was contac ted

by attorneys for CMB and retained by them to organize Cottontai l  for the

purpose of acquir ing and holding t . i t . le to certain real property in Hunt ington'

Long Island, which CMB desired to use for the conduct of i ts banking business.

6. Fr iedman thereaftex organized Cottontai l ,  pursuant to the direct ions

of CMB, and commenced to act as i ts president,  sole director and attorney.

7 .  A l l  100 shares  o f  s tock  were  issued to  Fr iedman fo r  the  sum o f  $11000.00 ,

for which he was reimbursed by CMB. 0n July 21, \97I,  Fr iedman del ivered a

cer t i f i ca te  fo r  the  100 shares  o f  pe t i t ioner 's  s tock  to  CMB,  and s igned an

opt ion let ter and a blank stock povrer giving CMB the r ight to purchase the

shares  fo r  $1 ,000.00 .  The cer t i f i ca te ,  s tock  power  and op t ion  le t te r  were

retained by CMB.

8. 0n July 21, 797L, t iL le to the aforementioned real property was

a c q u i r e d  b y  p e t i t i o n e r  f o r  t h e  s u m  o f  $ 5 , 3 L 2 , 1 6 1 . 0 0 ,  o f  w h i c h  $ 7 9 6 , 0 0 0 . 0 0  c a s h

was paid to the sel ler upon closing, the balance in the form of a purchase
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money mortgage and notes. A11 funds paid to sel ler by pet i t ioner r l7ere obtained

by way of loans from CMB.

9. CMB advanced al l  funds for legal,  operat ing and other expenses of

pet i t ioner,  as wel l  as real esLate taxes and other expenses concerning the

property.  Fr iedman undertook no personal l iabi l i ty for loans from CMB to

pet i t ioner .

10. A1l of f icers were appointed and removed upon instruct ions from CMB.

11.  CMB made a l l  dec is ions  re la t i ve  to  the  a f fa i rs  o f  pe t i t ioner ,  exerc is ing

direct control  over the corporat ion. Fr iedman funct ioned solely as t i tu lar

head of the corporat ion, and was at al l  t imes under the direct supervision of

CMB.

12. Fr iedman received no dividends or other distr ibut ions with respect to

sLock  in  the  pe t i t ioner .

13. Cottontai l  was included in the consol idat.ed Federal  corporat ion income

tax returns of the Chase Manhattan Corporat ion and aff i l iated members.

CONCTUSTONS OF LALI

A.  That  sec t ion  209.1  o f  the  Tax  Law (Ar t i c le  9 -A)  imposes  a  Lax  on

"every domest ic or foreign corporat ion, except corporat ions specif ied in

subdivis ion four of this sect ionl  for the purposes of exercising i ts corporate

franchise, or of  doing business, or of  employing capital ,  or of  or+ning or

leasing property,  or of  maintaining an off ice in this state. Subdivis ion 4 of

sect ion 209.I  provides that corport ions taxable under Art ic le 9-B and Art ic le

32 (among other art ic les) shal l  not be subject to tax under Art ic le 9-A. 
1

1 
R"f.r .nce Lo Art ic le 32 added L. lg72 Ch. 167 eff .  Apri l  25, 1972.
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B.  That  sec t ion  219-q1 o f  the  Tax  Law (Ar t i c le  9 -B) ,  in  e f fec t  fo r

taxable years ending on or before December 31, 1972, imposes a tax on every

bank and savings and loan associat ion organized under the authori ty of New

York, al l  t rust companies (with certain l imited except ions) and "Ie]very other

domest ic  f inanc ia l  corpora t ionr r .

Sec t ion  1451(a)  o f  the  Tax

years beginning on or after January

every "banking corporat iont '  for the

doing business in New York.

Law (Art ic le 32),  ef fect ive for taxable

1, L973, imposes a tax on the income of

pr iv i lege of exercising i ts franchise or

C. That the def ini t ion of a " f inancial  corporat ion" under Art ic le 9-B and

the def ini t ion of a "banking corporat ion'r  under Art ic le 32 are idenLical  for

purposes  o f  the  case a t  hand.  Both  sec t ion  219-p1 o f  Ar t i c le  9 -B and sec t ion

1452(a)(8) of Art ic le 32 state that the respect ive terms include:

".  .  .  uny corporat ion eighty percent or more of whose vot ing stock is
benef ic ia l l y  owned by . . .a  na t iona l  bank ing  assoc ia t ion . . .p rov ided the
corporat ion whose vot ing stock is so owned is pr incipal ly engaged in
business which might be lawful ly conducted by a.. .nat ional banking
assoc ia t ion .  t '

D. That pursuant to sect ion 29 of the Nat. ional Bank Act,  12 USC sect ion

29, a nat ional banking associat ion may purchase, hold and convey real estate

"as shal l  be necessary for i ts accommodation in the transact ion of i ts businesst ' .

E .  That  more  than 80  percent  o f  pe t i t ioner 's  vo t ing  s tock  was benef ic ia l l y

owned by a nat ional banking associat ion and pet i t ioner was pr incipal ly engaged

in business which might be lawful ly conducted by a nat ional banking associat i -on,

i .e. ,  the purchase and holding of real  estate which the nat ional banking

associat ion desired to use for the conduct of i ts banking business. Accordingly,

pet i t ioner meets the def ini t ions of rr f inancial  corporat ionl  under Art ic le 9-B
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of the Tax law and 'tbanking corporatj_on"

not subject to tax under Art ic le 9-A of

F. That the pet i t ion of Cottontai l

o f  de f ic iency  are  cance l led .

DATBD: Albany, New York S

JAN 2 4 1983

Article 32 of. the Tax law and is

Law.

Inc.  is  granted and the not ices

under

lhe Tax

Plaza,

COMMISSI

STATE

fi rr r ya-FmsTDEx1


